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ABSTRACT

OVERCOMING ORGANIZATIONAL CHALLENGES DURING AND AFTER A
REDUCTTON-rN-FORCE (RrF)

GERARDO J. GONZALEZ

APRIL 25,2016
Within the context of the modern environment of business, competitive forces are lncreasing
exponentially. Turnover rates have risen as a result of the business environment, leading to
substantial scholarship on the issue to explore the theoretical and practical implications of
turnover. Turnover is directly linked to organizational performance, and thus must be effectively
managed (Park & Shaw, 2013). Herein, the reduction-in-force (RF) form of turnover will be
explored extensively, considering the various planning processes that may be executed to
achieve it, in addition to its implications. A RIF turnover is defined essentially as downsizing
(McElroy et al., 2001 ). A review of existing literature will frame the concept of a RIF, exhibit its
methods, in addition to organtzational impact in terms of change and change management. From
the review of existing literature, the results analyzed to generate themes to generate a best
practices framework for a RIF undertaking. As will be demonstrated, the reduction-in-force
strategy, when effectively executed and subsequently managed, rnay entail marked value to the
organization, however, when poorly undertaken, can result in substantial organizational
challenges.

?
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CHAPTER I: INTRODUCTION
Statement of the Problem
When facing organrzational challenges that require cost reductions, downsizing through a

RIF is a strategy that is often pursued on behalf of organizations (Park & Shaw, 2013). A RIF is
placed in its own separate category within the context of forms of turnover. This is due to the
fact that those employees that are released from the company are both assumed to be competent,
and have no replacements aligned (McElroy et al., 2001). Park and Shaw (2013) have noted that

in existing research on the subject, there is lacking consensus concerning the impact of RIFs
upon an organization, underlining the importance of this study. Herein, the varying
circumstances in which an RIF may be initiated will be explored, in addition to the implications

of RlFs upon organizations at large, and the employees that remain within them following
reductions in the workforce.

A reduction-in-force may also be defined

as

layoffs, employment downsizing, or

eliminating redundancy. Due to the recent financial recession, the United States has experienced
over 8.5 million layoffs, with over 50 million having been experienced worldwide. This
international development throughout corporations across the globe has demonstrated the
significance scope of RIFs being engaged in within the modern business environment (Cascio,

2015). The growing volume of RlFs and the worsening economic conditions of the globe have
made the study of RIFs all the more essential.

The loss of employees may represent the flight of human capital from the comp dfly,

particularly in relation to high-performing employees. When organizations involuntarily
discharge employees, it is however presumed that the employees chosen by the organization to
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be let go are low-performing, therebyprecluding the loss of talented human capital (Park

&

Shaw, 2013). Effectively managed RIF measures may result in the realization of risk or reward

for the organization, depending upon the effectiveness through which the RIF is managed.

Background of the Problem
The level of turnover in the United States at large is an issue of concern for individual

citizens and the United States government alike. The labor market of the United States has been
largely in a period of retraction. As labor markets retract, those that experience job loss
encounter greater difficulty in aligning employment. The availability ofjobs goes down as

existing organization slow or freeze the hiring process. To stay in business in such economic
conditions, organizations may engage in layoffs and discharges to lower the number of
employees and thereby decrease payroll and associated costs (Bauer,20l5). The United States is

in a period of recovery following that of the Great Recession, with layoffs and turnover
increasingly common given the difficult economic environment of the U.S. spanning from the
late 2000s into the 2010s.
Employee turnover has long been researched to determine the consequences of the same
upon work units, groups, and organizations are large (Hausknecht & Holwerda, 2012). Hancock,

Allen, Bosco, McDaniel, and Pierce (2013) noted that "Previous research has primarily revealed
a negative

relationship befween collective employee turnover and organizational performance.

However, this research also suggests underlying complexity in the relationship"

$. 573).

Turnover has been a subject of growing interest in modern research, particularly given its
influence upon both unit and organtzational levels (Heavey, Holwerda, & Hausknecht,2013).
The growing body of research on the subject of total employee turnover has likewise begun to
expand upon the existing data on RIF.
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Turnover is impactful upon organizations at large, and influences overall performance in
addition to employee-level performance and perspective. When organizations have a high level
of turnover, employees are less motivated to consider its causes and to explore its implications.
However, in the event that furnover is low at a particular organization, employees are more likely

to analyze the event to determine the causes and implications of the turnover. The reception of
turnover strategies on behalf of individual employees determines the ultimate impact they have
upon the workforce (Mowday, Porter,

&

Steers, 2013). Turnover is increasingly noted for its

high degree of impact within the context of organizations, laying the forurdation for the

following analysis of the RIF strategy.
Significance of the Prohlem

Ineffectively managed turnover can be negatively impactful upon the performance of
organizations (Hausknecht & Trevor, 2011). Turnover in the United States is an increasingly

significant issue. Within both 2012 and2013, over 500,000 job cuts were announced in the U.S.
Some industries were more affected than others, with the financial industry leading with 6A,962

job cuts in 2013, an increase of

49Yo from the 41,008

job cuts of 2012inthe industry. The health

care sector ranks second, and cut 52,638 jobs in 2013, an increase of 45o/o over the preceding

year (Cascio, 2015). Between 2012-2013 the number ofjob cuts in the industrial goods sector
the U.S. nearly doubled (Challenger, Gray, & Christmas,20l3). Due to the increasing scope

of

of

RIFs in the United States, the significance of the problem is clearly growing in terms of the
effective management of RIFs and the mitigation of their negative potential.

A RIF is a form of involuntary turnover, which may result in the loss of highly skilled
and high-performing employees when ineffectively managed.

A RIF is the purposeful selection

and discharge of particular employees from the organization (Park

& Shaw,20l3). Even when
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effectively managed, involuntary turnover may result in a negative impact upon organizational
performance (Batt & Colvin, 201 1).
Demanding the same of a decreasing workforce has become a norrnal experience for
many modern workers in the modern global economy. Over the course of the past 30 years,

downsizing has been increasingly common across the world in all industries and sectors of the
economy, and has been impactful upon governments, businesses, and individuals the world over

(Gandolfi, 2008). The RIF may have broadly positive or negative effects upon the organization,
underscoring the significance of the problem given the growing prevalence of turnover in the
modern business environment.

Purpose of this Study
The purpose of this study is to present a thorough and accurate illustration of the

reduction-in-force strategy. The variations in turnover and its implications will be explored to
frame the practice of a RIF. The role of turnover in terms of performance and organizational
culture will be explored, alongside the differences between voluntary and involuntary turnover,
the latter of which RIF is classified as. The organizational challenges that emerge when

determining and executing a RIF strategy will be explored in-depth, exhibiting the difficulties
associated with organizational culture and employee commitment, motivation, and perfortnance

within the context of RIFs. Through a thorough analysis of existing data concerning turnover
and the RIF strategy, best practices

will be suggested

on how to optimize the RIF process to

realize its benefits while mitigating the potential risks associated with organizational
performance.

l1
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CHAPTER II: LITERATURE REVIEW

Introduction
Following is an extensive review of existing literature on the subject of RIF.
Predominantly peer-reviewed academic journals in addition to books have been assessed, with
the relevant data extracted and explored

below. The search terms utilized included "reduction in

force", "reduction in force AND organizational change", "reduction in force AND challenges",

"rif AND organizational challenges", "reduction in force AND tactics", "reduction in force AND
strategy", and

"rif AND long term strategy", amongst others. Through the exhaustive review of

literature explored below, the analysis and discussion section will be informed, in concert with
the conclusion and recommendations for further research.

Turnover
Turnover is essentially the departing of employees from an organization (Park & Shaw,

2013). The total turnover rate of an organization is determined by the division of the total
number of departing employees divided by the total number of remaining employees (Guthrie,

2001). Whatever the iteration of turnover, there are tangible impacts within the context of the
organization. Following is a brief consideration of the primary types of turnover to effectively
frame that of the RIF.

Voluntary
Turnover that is voluntary is often noted in research as having different implications for
the organization than involuntary turnover. Voluntary turnover is employee departure that is

initiated by the actual employee. This form of turnover includes resignations for career
opportunities, higher wages, job dissatisfaction, or furthering their education (Park & Shaw,

2013). Voluntary turnover does not include transfers, promotions, discharges, or retirements

Augsburg College LlbrarY
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(Batt, 2002). When employees nominally decide to leave an organization for personal or
professional reasons of their own accord, voluntary furnover is realized.
The likelihood of employees departing voluntarily has been noted in research to be

influenced by employee characteristics. Employees of higher skill levels and greater levels of
performance are more likely to voluntarily leave an organization that lesser skilled employees.

This is due largely to the external environment, with high-performing employees having greater

job prospects in general due to their proportionally greater skills and abilities (Trevor, 2001).
Whether voluntary or involuntary, the loss of highly skilled employees is detrimental to the
orgarnzation, exhibiting the importance of effectively strategizingan RIF initiative, as will be
explored extensively below.

Involuntary
Involuntary turnover is the loss of employees due to a decision undertaken on behalf of
the organization as opposed to the employee. Involuntary turnover rates refer to the proportion

of total turnover that is due to the organization's initiated actions, including discharges,
dismissals, and terminations (Shaw, Delery, Jenkins, & Gupta, 1998). Park and Shaw (2013)
expand upon this to include resignations that have been caused by a failure on behalf of the
employee to meet their performance expectations. Expired company contracts are also
designated as involuntary turnover. Whatever the form of turnover, there are implications upon

the level of perfoffnance achieved within the context of the organization (Park & Shaw,2013).

To frame the impact of turnover, its impact upon performance is of value.
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Turnover and Performance
Turnover affects the human resources available to an organrzation, and whether voluntary
or involuntary, impacts performance. As suggested by Hausknecth and Trevor (201 l), voluntary
and involuntary turnover may have differing effects upon the organization. Trevor (2001) found

that employees classified as highly-skilled and high-performing are more likely to leave
organizations voluntarily. The loss of highly-skilled employees reduces the level of human
capital available to the organization, thereby detracting from the perforrnance realized amongst
the remaining employees.

When employees voluntarily quit, organizations are often ill-prepared for the

implications leading to a magnification of the negative implications of the voluntary withdrawal
of the employee. Organizations often find voluntary quits to be difficult or impossible to manage

in some situations (Shaw et a1., 1998). Voluntary turnover rates in research are generally found
to be negativelyrelatedto the performance of the organization (Park

& Shaw,2013). The

voluntary flight of employees from an organization may be as a result of myriad reasons,
however, given that top employee are more likely to leave given greater opportunity on the job
market, it is important that the workplace be effectively managed to preclude such human capital
losses.

As notedby Park and Shaw (2013), voluntary turnover is oftentimes negatively
associated

with organtzational performance in research. Historically in related

data, the

relationship between involuntary and voluntary turnover has often been perceived as being

positive. When organizations select and discharge particular employees, it is presumed that such
a decision is

informed. Organizations through the involuntary turnover facet of turnover are able

to choose employees based upon lacking performance or other behavioral issues (Holtom , et

a1.,

t4
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2008). Realizing the benefit of discharging lesser-skilled and performing employees depends
upon the level of accuracy realized on behalf of the organization in selecting individuals for
discharge to rectify perforrnance, or behavior-related issues.

Contrasting perspectives. The perspective of research concerning the value or costs
associated with turnover are split between voluntary turnover and involuntary furnover. Some
research finds that improved performance is associated with involuntary turnover, however, such
research depends upon the assumption that poor performers are chosen for removal, and in the

event they are eventually replaced, are replaced with higher performing employees (Park
Shaw, 2013).

&

ln line with this perspective, high involuntary turnover would entail improvements

in organizations performance, although this has recently been challenged in research.
Accordingly, high involuntary turnover rates o'*ay have little to do with the employee movement

per se (which is the foundation for the voluntary turnover rate hypothesis) but may instead
simply reflect a low quality workforce and the subsequent poor performance that this group is
expected to provide" (Hausknecht

& Trevor,201

1,

p. 369). Whether or not involuntary turnover

is of value depends upon the context of the organization and the level of skill that is present.
The relationship between performance and turnover, whether voluntary or involuntary, is
noted in recent research as being mutually negatively impactful upon performance. Whether the
employee or the organization decides upon discharging employees, the organization realizes a
loss in human capital. Social connections are disrupted within the organization, thereby

potentially hindering performance. In the event that new employees are eventually hired to
replace those who've been released, recruitment and training costs are realized (Batt & Colvin,

2011). Park and Shaw (2013) note that historical research advanced the positive relationship
between involuntary furnover rates and organizational performance, while recent research

t5
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exhibits just the opposite. To contextualize this discourse within the context of the subject being
explored, the RIF form of involuntary turnover will be explored extensively below.

Turnover and Employee Perspective
Mowday et al., (2013) explored the implications of employee perception upon the
turnover practices engaged in by their employers. The level of assessment and analysis that is
allocated to turnover decisions within the context of organizations depends upon the level

of

turnover that is experienced. High levels of turnover reduce the motivation of employees to
analyze the causes and implications of fumover, while rare turnovers conversely lead to a rise

in

the level of analysis appliedby employees (Mowday et aI.,2013). It is important for
organizations to consider the implications of turnover in terms of the reception and impact it has
upon persisting employees.
Through the information-processing activities of employees, turnover is contextualized
and framed. General explanations for turnover may develop within populations of employees,
such as the assumption that opportunities for promotion rnay be limited in a given organization.

The accuracy of the understanding of the intention of the organization in undertaking a turnover
decision determines the appropriateness of the outcome realized by the employees assessing the

event. Research notes the importance of managers heeding the reaction of turnover in the
employees to effectively address any resulting changes that may be experienced (Mowday et al.,

2013). When turnover is experienced, it is important that the remaining employees, in the event
turnover is rare and draws attention, be effectively informed of the reasoning behind the

decision. Lacking in such information, inappropriate or incorrect assumptions may be realized,
potentially to the detriment of organizational performance.

REDUCTION IN FORCE
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The Organizational Dimension of Turnover
Organizations that possess lower levels of turnover in research are historically perceived
as having

higher levels of performance. When furnover levels are low, the degree of employee

commitment is presumed to be high. Many studies concerning the factor of employee
commitment have found that organizations that are comprised of highly committed employees
have a greater likelihood of being effective. Employees that are committed have lower levels

of

absenteeism and also turnover, entailing a decrease in organizational expenses (Mowday et al.,

2013). Turnover is impactful upon the entirety of the organization given its farreaching
implications in terms of not only financial considerations, but also strategy.
The decision to engage in downsizing on behalf of an organization is undertaken with a
purpose in mind. According to Cascio (2015, p. 3), "Downsizing is an intention, proactive
management strategy". Following is a consideration of the concept of the reduction-in-force, a
strategic decision undertaken on behalf of management to facilitate the downsizing of the human
resources of the organization. Turnover is impactful upon the organization at large, and must be

carefully assessed prior to execution, and effectively factored into strategy, to ensure that the
desired outcomes of the RIF or other furnover process are realized.

Functionality of turnover. Simon, Sivatte, Olmos, and Shaw (2013) explored the
concept of the "functionality of turnover", with their research providing a viable bridge between

turnover and RIFs. The researchers noted that the effects of employee turnover on perforrnance
is mitigated by whether or not the turnover was voluntary or involuntary, and the social context

of the organizational environment. The study analyzedZ|-month observations for the stores

of

an apparel retailer and employed fixed-effects and instrumental variables estimation. The study

found that voluntary turnover was negatively, although not significantly, associated with the
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perfonnance of the store. Involuntary turnover due to discharges or terminations of replacements
was both positively and significantly associated with both store efficiency and

productivity. The

results of the study concluded that the functionality of tumover is determined by the nafure

of

employees' separations (Simon et al., 2013).

Reduction-in-Force
The reduction-in-force, RF, is distinct from turnover due to the replacement intentions

of

the organization. As notedby McElroy et al. (2001, p. 1295), the RIF is categorrzed as a distinct

form of turnover as "no replacement employees are planned and the departing employees are
presumed to have been at least minimally competent". A RIF entails the loss of employees

without replacement. Such a decision is markedly impactful upon the remaining employees on
an individual level, and affects overall organizational performance.

The corporate culture of the United States at large has been noted for a recent culture

RIFs. According to data released by the U.S. Bureau of Labor Statistics,

of

as cited by Cascio

(2015), some 12.9 million workers were laid off between January 2009 and December 2011. Of
the l0 American companies that cut the greatest number ofjobs during 2012-2013, half of the
companies realized an increase in net income over the past full fiscal year. Further, of the 10

U.S. companies with the leading RIFs over 2012-2012, shareholders in 8 out of l0 witnessed a
rise in the valuation of their shares in2013. The findings indicate that "Downsizing employees
has been etched into the corporate culture, and not

just in the United States" (Cascio, 2015, p. 2).

The United States at-large is experiencing record high levels of RIFs, with many of the nation's

top companies realizing a positive return on equity through the strategy.

A RIF may be broadly impactful upon an organization and its capacity to perform (Park

& Shaw,20l3). Remaining employees may encounter greater stress and difficulty, resulting in a
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drop in motivation, or a rise in productivity, depending upon the context and execution of the

turnover (Mowday et aI.,2013). Generally, firms undertake a RIF to eliminate unnecessary jobs
or employees (Dewitt, 1998). Despite the goals and intentions of the

RF, it may entail broadly

positive or negative effects upon the organization, depending upon the alignment of the purpose
and execution of the RIF.

Purpose
The general purpose of the RIF is to reduce organizational operating costs and slack. In

addition to these achievements, the RIF also aims to enhance the profitability and efficiency of
the organization (Brookman, Chang, & Rennie, 2007). Redundant or unnecessary jobs are

eliminated, while unwanted employees may also be targeted for elimination, with improvements
in both profitability and performance thought to be realized (Dewitt, 1998). Profit and
performance are key concerns related to the RIF.
The 2008 financial recession was a leading cause behind a growing number ofjob losses,
or RlFs (Goldman & Mance, 2011). The downsizing of employees, the planned elimination

of

positions or jobs, has become a defining characteristic of the modern organization. Engaging in
downsizing or an RIF is either reactive or proactive. Reactive RIFs are in response to a change

within economic or organrzational conditions, while aproactive RIF is undertaken in anticipation
of organizational or economic change. The recent economic recession resulted in the downsizing

of some 8.5 million jobs in the United States and over 50 million globally (Cascio,2015). The
purpose of RIFs is influenced by the tangibly worsening economic conditions across the globe in
the modern world of business. The overall purpose of the RIF is to improve upon organizational

performance and profitability through a targeted decrease in the workforce to save on related
expenses.
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Risks. While the RIF is ideally highly valuable and beneficial to the organization, there
are many opponents to the process in

literature. According to Trevor and Nyberg (2009), the

RIF may damage organizational performance due to the inherent rise in employee instability that

it entails; further, voluntary turnover rates
following

a

are advanced by the researchers as likely to increase

RIF, resulting in the further loss of human resources. Pfeffer (1998) noted that RIFs

may result in disruption of the social capital of the organization. When employees are released

from the organization, the interrelationships that were in place are disrupted, potentially resulting
in negative repercussions in the workplace and its culture.
The repercussions of a RIF may entail an increase in the behavioral rigidity of employees
(Cameron, Whetton, & Kim, 1987). Hallock (1998) found that the temporary benefits of the RIF
may be overturned by the negative repercussions that are experienced. Recent qualitative review

of RIF research revealed that the link between RIF turnover rates and organizational
performance as largely negative (Datta, Guthrie, Basuil, & Pandey, 2010). The many risks
associated with the RIF exhibit the importance of effectively executing such a strategy.
Research conducted by Goldahber and Theobald (2011) in terms of teacher layoffs found

that there was no coffelation between measures of teacher effectiveness and the probability

of

receiving a RIF notice, meaning that highly effective teachers were equally as likely as
ineffective teachers to receive a RIF notice. Park and Shaw (2013) noted that "Views are
contradictory about involuntary and RIF furnover effects, but recent qualitative reviews suggest
that RIF furnover rates and organizational performance

will

also be negatively related" (p. 268).

The value of the study being conducted herein is verified by these researchers in that the findings

of existing data on the benefit or detriment of the RIF are contradictory, thereby requiring fuither
analysis.
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The Challenges Associated with a RIF
The implications of a reduction-in-force may vary from organization to organization,
depending upon the organizational context and also how well the transition was managed.

Naslund (2013) noted that while RIFs are often positioned to entail financial improvements in
companies, they instead result in drops in organizational performance. Fraher and Gabriel (2016)
noted that employees may provide key sources of support, or opposition, to the managerial

efforts undertaken following a RIF. When employees are removed from an organization through
a

RIF, various challenges may be encountered, with the behavior of management mitigating its

outcomes. To overcome challenges associated with a RIF, managerial control mechanisms often
must be implemented, with these representing their own form of challenge for the organization.

Having executed a RIF, it is then the prerogative of management to implement strategies to
mitigate the negative outcomes that may be realized through the RIF.

Survivors of RIF
One of the key challenges facedby an organization having downsized is howto

effectively manage the remaining employees while overcoming any challenges that may arise
from the RIF. Fraher and Gabriel (2016) conducted an extensive review of the airline industry,
focusing upon the position of airline pilots, contextualized in an industry that has been
experiencing escalating restructuring and downsizing since 2001. Within the industry, job
security has been increasingly scarce for pilots as a once prestigious position with high levels

of

pay is increasingly being changed, with the culture of airline companies and their pilots shifting
as a result (Fraher

& Gabriel, 2016). The shifts that are realized through RIFs must be heeded by

management when seeking to quantify its impact.
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Airline pilots are faced with an environment in which the risk of downsizing, costcutting, and outsourcing is increasingly on the rise. The shift in the industry and position of pilot
has led to the disenchantment and even anger of many remaining

pilots. The company explored

by Fraher and Gabriel (2016) had prior to the downsizing possessed a team-oriented culture that
was maintained through a variety of quality improvement programs. Quality improvement
progrcms that facilitated the construction of a team-based environment through an emphasis

upon employee empowerment, the enhancement of team-performance and reduction of errors
through superior cofilmunication, and also collaboration. Additionally, hierarchies were
flattened to improve upon the team orientation of the culture (Fraher,

201l).

Such measures

facilitate the construction of a positive workplace environment, however, experiences with
downsizing are to the detriment of this.

Organizational Culture and Change
The efforts of companies to achieve positive change through RIFs is meant to capitalize
upon economy while maximizing the perfonnance of remaining employees (Park

&

Shaw,

2013). Within the context of nearly all studies conducted on downsizing, it has been found that
companies encounter substantial problems in relation to the level of trust and morale in place on

behalf of employees (Fraher & Gabriel, 2016). Thomas and Dunkerly ( 1999) found that
downsized occupational groups are likely to exhibit increased levels of bitterness and clmicism
towards their employer. For a RIF to be effective, it must adequately account for the
organrzational issues that may arise from employees due to the restructuring.
The culture that is in place within a given organization may serve to mitigate some of the
negative implications of RIFs. Williams and Glisson (2013) explored the role of turnover in the
context of child welfare services, finding that high turnover predicts poor outcomes. The link

22
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between outcomes and turnover was moderated by the organizational culfure that was in place.
The study concluded that in order to support success, it is valuable for organizations to create
and foster a culture that encourages proficiency (Williams

& Glisson,2013). The ongoing

management of organizational culture is necessary to preclude the negative developments that
may be realized through F IFs and turnover.

Workplace Resistance

A key challenge associated with RIFs is that of workplace resistance. Resistance in the
workplace may be demonstrated through a wide variety of expressions, and has a variety of
theorizations (Contu, 2008). Employee resistance may be either effective or ineffective
depending upon the means through which it is conducted. Resistance may take on many forms,

including whistleblowing, sabotage, absenteeism, strikes, cynical withdrawal, and many others
(Fraher & Gabriel, 2016). The widely varying forms of resistance to RIFs that may emerge

exhibit the importance of effectively managing the process to preclude the reahzatton of its
detrimental outcomes.

Workplace resistance in its many forms may have comparatively many negative impacts
upon the output achieved by the organization. Resistance in general is undertaken by employees
that are self-consciously opposed to the managerial controls. Often, resistance serves to disrupt
organizational routines, or may challenge its basic assumptions (Fraher & Gabriel,20t6). The
extent of the impact of employee resistance depends upon the severity and form of its
manifestations.
The setting explored by Fraher and Gabriel (2016) was that of Vimanas Airlines. The

airline had established a strong culture in which employees were made to feel special, and also

thattheyhad both job security and a future with the company. The pilots of Vimanas Airlines

23
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were made to feel special through the culture that the organization advanced (Thornborrow

&

Brown, 2009). As the downsizing was experienced, the impact upon the employees was
magnified by the culture that had previously been established. The shift in the organizational
position and practices towards the pitots led to even greater disillusionment and resistance due to
the stark contrast with previous operation procedure. Within the context of workplace resistance

to RIFs and downsizing, it is necessary that the culture of the organization be adequately
considered and factored into strategy.

Toxicity. When workplace resistance is ineffectively managed through a RlF, the
workplace environment may become toxic. lneffectively managed downsizing strategies that
create a toxic workplace environment are broadly impactful upon the organization, and generally
damage employee-employer relations. Workplace toxicity is often the result of managerial

practices. Employees may perceive managerial practices to be negative, or the decision-making

of senior management to be inappropriate. These factors lead to a drop in workplace security
and comfort on behalf of employees (Fraher

& Gabriel, 2016). When otganizational

challenges

are able to persist to the point of realizing toxicity, the capacity of the workplace to perform is

inhibited.
When workplace toxicity is realized, the entirety of the organization is inhibited in its
capacity to perform. Employee cofilmitment drops when toxicity emerges, resulting in negative
impacts upon their performance. In addition to a drop in employee commitment and
performance, turnover also rises in the presence of workplace toxicity. As toxicity rises, so does
the opposition in place within employees against the initiatives of management (Fraher &

Gabriel, 2016). Poorly executed RIFs may lead to the reahzatron of a toxic workplace
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environment, which has far reaching negative implications for the organization at-large for its

individual employees and overall capacity to achieve its goals.
The Implications of RIF
The implications of a RIF vary depending upon the perspective that is adopted within the
context of the assessment. Hausknecht and Holwerda(2012) have proposed that to explore the

influence of employee turnover upon performance outcomes, 5 characteristics should receive
greater attention. The 5 characteristics that would improve upon the understanding of the link
between organizational performance outcomes and turnover are those of time dispersion,

positional distribution, newcomer proficiencies, leaver proficiencies, and remaining member

proficiencies. These characteristics exhibit that there are dlmamic member configurations within
the context of organizations, and these predictably influence the productive capacity and

collective performance of the organization (Hausknecht & Holwerda, 2012). The
interrelationships amongst remaining employees, their level of skill, and the loss of skill
mitigates the outcome of the RlF, and there are no newcomerproficiencies to contribute

following the reduction given that no replacements are made.
Post-RIF Remaining Employees
The employees that remain following a furnover event such as a RIF experience various
developments as a result of a reduction in the workforce, whether achieved through voluntary or

involuntary means. Employees that remain following turnover encounter both positive and
negative developments. In some instances, the employees that remain may experience increased

opporfunities for advancement or promotion given the drop in internal competition (Mowday et
a1.,2013). The internal managerial practices that are in place within a given organization
influence the reception and influence of reductions in force.
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The Positive Consequences
The impact of turnover upon remaining employees is mitigated by the practices

of

management, particularly in relation to promotion practices. Should an organization have policy

of promotion that focuses upon internal employees, the turnover of high-level employees may be
positively perceived by lower-level employees. The flight of high-level employees may entail
the opportunity for lower-level employees to realize promotions, particularly those pursuing
career advancement (Mowday et al., 2013). In the event that an organization has an explicit and

intemal promotion policy, the turnover of high-ranking workers may represent a potential
opporhmity rather than the loss of a coworker, colleague, and potentially friend.
Interpersonal relationships among employees are influential upon the reception of RIF
and turnover events. The level of respect or camaraderie directed towards a leaving employee

determines the emotional and social impact upon the remaining workers that the turnover

produces. When the departing employees was not well-liked or respected, the culture of the
workplace may positively benefit, potentially being source of satisfaction. In the event the
departing employee was respected, the departure may still entail positive developments through a
rise in the positive attitudes of the employees that made the decision to remain (Mowday et al.,

2013). It is important that turnover events are conducted with the organization at large in mind,
as a RIF that targets well-respected and

well-liked employees may have markedly more negative

implications for the organization upon the culture of the organization that perfonnance gains
may entail.

Performance. The remaining employees following

a

furnover event may experience

positive consequences in terms of their capacity to performance and the motivation to do so.
Through involuntary turnover such as a RIF, generally poor performing employees are released
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from the company. ln situations wherein tasks are highly interdependent, the positive impact
realized by the flight of poor performers is magnified (Mowduy, 2013). Effectively completed

RIFs entail the removal of ineffective employees and their replacement with superior performers,
as clearly demonstrated above.

A RIF is characterized by the removal of employees from the workforce without
immediate plans for replacement (Park & Shaw, 2013). When an individual employee within the
context of a workgoup or team that is poorly performing is removed, the remaining members
must continue to

fulfill the task of the group,

less the fired employee. Often, performance

improves within such contexts as the remaining members of the team are high-performing, and

no longer hindered by the low-performer. The remaining employees following turnover may
experience improved perforrnance due to the various factor associated with the removal of poor
performers and renegotiation of existing obligations upon the turnover being executed (Mowday
et al., 2013). The benefits of furnover and a RIF, however, are largely dependent upon the
degree of discretion and level of strategic intelligence in the selection of individuals to be made

redundant.

Negative Consequences
Park and Shaw (2013) noted the importance of differentiating between turnover and a

reduction-in-force, in that turnover results in the hiring of a replacement, while the RIF does not.
The employees that remain following a RIF may encounter a variety of negative circumstances
depending upon how it is managed. Remaining employees may experience an increase in their

individual workloads for an indefinite amount of time. Performance may decrease through the
RIF, particularly in situations where there is a high level of interdependence amongst tasks
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(Mowday et a1., 2013). The demands placed upon remaining employees following a RIF depend
upon the execution and planning associated with the process.

Hancock et al. (2013) found a largely negative relationship between collective turnover
and organizational performance, with collective turnover defined as the combined total

of

involuntary and voluntary turnover. The study analyzed 48 independent samples that reported
upon 157 effect size estimates exploring numerous conceptualization of the link between
turnover and organizational performance. It was found that there was a statistically significant
correlation between turnover and organizational performance. The relationship was found to be
stronger in transportation and manufacturing industries, in samples from labor markets in which
organizational performance is operationalized in terms of customer service, and for managerial
employees within midsize organizations (Hancock et a1.,2013). The negative impact of turnover
may vary from industry to industry.

Ineffectively managed RlFs may result in a drop in overall performance. Remaining
employees are generally forced to take on the responsibilities of the absent employee. Should
the redundant employee have been high-performing or a key human resource, the weight and
scope of work placed upon the remaining employees increases. The more important the

employee that is lost through the RIF, the greater the negative impact upon the remaining
employees, who experience increased work demands, uncertainty, and stress through the
departure of high-performing coworkers (Mowday et a1.,2013). The tangible increase in work
that may result due to a RIF upon remaining employees must be factored into the related
strategy, in concert with the intangible impact as well.
RIFs that result in greater workloads for remaining employees entail higher levels

of

stress and uncertainty, negatively impacting performance. The attitude of employees may also
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RIF. When turnover is experienced within the context of

an organization,

employees often reevaluate their jobs, considering alternatives both externally and internally.
Should the turnover decrease performance and the working environment, the negative
assessment of the remaining employees is increased in scope (Mowday et a1.,2013). RIFs may
be detrimental to the morale of the organization, decreasing not only performance but

organizational commitment on behalf of those employees that remain.
CHAPTER III: ANALYSE & DISCUSSION

The information explored above

.,.:*":'l::nstrates

that the RIF is a strategy that is

often driven by the same motivations. The primary impetus behind the initiation of a RIF is to
reahze in increase in profitability through a reduction in costs associated with human resources,
and further, improvements in performance. The perfofinance-based improvements are thought to
be realized through the removal of low-performing employees who effectively were impeding

upon the level of performance of the remaining employees. Much of the literature on the subject

of RIFs is erected atop substantial assumptions, many of which are far from being generalizable
or even common.
The assumption that a reduction in the workforce would lead to increased profitability
assumes that the remaining employees

will

be capable of producing at, or beyond the rate, at

which the ful1 workforce was generating output. This is an assumption that is highly risky to
make, in that most likely, a decrease in the workforce of an organtzation

will entail a decrease in

output, and thereby profitability. To erect a RIF strategy atop the assumption that reducing the
workforce will not cause a drop in output demands managerial controls and measures to support
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productivity and performance following a RIF. Such controls and measures must be effective to
preclude the negative developments associated with RIFs.
To realize the benefits of RIFs in terms of performance, the individuals downsized must
be carefully assessed prior to dismissal. As noted in literature concerning teachers, no
cor:relation was found between the level of performance of the teacher and the likelihood that

they receive a RIF notice. For organizations to realize improvements in performance, it is

imperative that high-performing employees be kept while low-perfoffners are discharged through
the RIF. When redundancy decisions are made seemingly without reason, the perception ofjob

instability increases on behalf of employees, negatively impacting commitment and consequently
motivation and performance.
Consensus in Research?

It is clear from the literature review and assessment contained in this paper that consensus
related to the impact of RIFs is largely lacking in research. Depending upon the industry being
considered, RIFs may entail an increase in both performance and profitability, or a drop in both.
The manner in which the RIF is executed, and subsequently managed , to a significant degree
determines the outcome that is realized through

it.

Some studies found that there are largely

positive results achieved through a RIF, while others noted largely negative outcomes. The
value of a RIF depends upon the organizational context in which it is instituted, the efficacy

of

management in guiding the process of change, and myriad other factors including organizational

culture. Consensus is lacking in related research due to the fact that RIFs differ widely, and
organizational and contexts, and cultures are unique and distinct. Thus, the determination of
viable generalizations concerning RIFs cannot be made, as no two organizations or RIF events
are alike.
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Discussion
Herein, it has been clearly demonstrated that the RIF is an increasingly common practice

within the context of the modern world of business. As the economy of the world has tightened
and the global financial recession has progressed, the stability

ofjobs has decreased while the

level of unemployment has increased. The concerted impact of these developments has led to
jobs being more difficult to come by, adding to the level of competitiveness within the job
market itself. While in the past high-performing employees largely had options in terms

of

where they worked and under what conditions, the Great Recession has challenged these
assumptions.

The willingness of organizations to provide employees with loyalty and stability is on the

decline. Workers within induskies throughout the economy are experiencing greater levels of
instability

as RIFs persist at alarming

rates. Faced with dropping opportunity and growing

demand, the nature of work in the modern economy has shifted, as has the relationship between

employee and employer. As demonstrated through the consideration of the pilot occupation
undertaken below, even positions that were once stable and held a relative level of prestige have

fallen victim to RIFs and outsourcing. As the stability of work has decreased, the nature of the
employee-employer relationship has evolved.
The most effective means through which organizational change is supported, as
demonstrated ahove, is through a strong orgarizational culture. Organizational culfure, however,
is negatively impacted by turnover, particularly when employees and management disagree over

its contents and context. The most effective means of supporting organizational continuity and
performance following a RIF is effectively damaged by the RIF itself. Thus, the effective
management and execution of strategy related to a RIF is essential to ensure that its results are
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beneficial, and produce value rather than damaging the organization, while reducing the level of
performance achieved.
Best Practices for Instituting a RIF
Through the search of existing literature above in concert with the results stemming from
a thematic assessment

of the same, a suggested best practices framework for the institution of an

RIF has emerged. Due to external forces such as the Great Recession or the increasingly
competitive environment, or internal factors, the level of furnover within organizations has
increased, with the lack of funding increasing the prevalence of the RIF given that the released

employees are not replaced. The purpose of a reduction-in-force is first and foremost to decrease
operating expenditures through a cut in the number of employees paid, beyond this, the

underlying goal of the RIF is to optimize the value of the organLzation and its level of
performance through the removal of the least effective human resources. Following is a viable
step-by-step process comprised of 5 linear stages through which the RIF may be optimized in
terms of performance through the mitigation of risk and support of remaining assets.
Scope assessment. The first and most logical step of the recommended best practices

RIF framework is that of scope assessment. From

a budgetary perspective, the amount

of capital

expenditure on human resources that must be cut is first clearly identified. This allows for the
assessment of overall costs associated with human capital to determine the proportion that must
be

cut. Based upon the significance of cuts, the scope of the impact of the RIF must

be

contextuahzedwithin the company at-large. If a l0o4 force reduction is necessary, a thorough
analysis of the organization is first essential to determine the areas that are vital and cannot
experience any cuts, and those that may perform nonessential or excessive activity and therefore
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may be a viable source of redundancies. Having determined the scope of the RIF, it is then
essential that the human resources be assessed and valuated.

Talent identification. As demonstrated by Park and Shaw (2013), the loss of key
employees, and those that are highly skilled and high performing, is particularly detrimental to
the organization. When key employees are lost through a RlF, the level of responsibility that is
shelved upon the remaining employees' shoulders is

high. Further, through the removal of high-

performing members, the low-performing members that remain are placed at an even greater
disadvantage. Thus, it is essential that talent be accurately identified on behalf of organizational
leaders prior to undertaking a

RIF. High-performing employees from all units should

be kept,

with key employees identified and subsequently remaining employees incorporated into the RIF
process itself.

Managerial communication. Having conducted the talent identification portion of the
proposed best practices RIF framework, the key employees identified through the process are to
be incorporated into the RIF

itself. The key employees will interface with leadership to

collectively explore the list of high-performers, seeking the input of key employees as to which
high-performers are essential. Leaders may not have had the amount of personal experience with
the high-performers as key employees had, and thus, behavioral and social considerations should
also be considered collectively at this point, as social

fit is influential upon the collective

performance of interdependent workgroups. The purpose of this is to ensure that the key
employees that remain are motivated to continue performing, and also capable of maintaining

cohesion amongst those that remain.

Employee communication and inclusion. Upon having identified the list of employees
to be released through the RIF, it is suggested that they be uniformly and immediately advised

of

-rJJ
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their redundancy. The immediate release of the employees identified to be reduced ensures that
they are removed at once, and not on an ongoing basis. Executing the RIF in a single blow then

allows management to communicate directly and transparently with the remaining employees
about the situation given its completeness. The purpose for the RIF must be clearly explained to
the employees, alongside its implications for them as they remain.

Impact management. The impact of a RIF upon the workforce can be positive or
negative depending upon how it is conducted. The management of the impact of the RIF is an

important step on behalf of management to ensure that positive results are experienced while the
negative impacts are mitigated or precluded altogether. Uncertainty concerning future
employment, and also concerns over promotion were identified in research as key stressors

of

remaining employees, beyond increases in workload. Ensuring that the employees understand
what is being expected of them in the future is an important step in their assured future with the
company, and a factor that

will influence their

subsequent commitment, motivation, and

ultimately, perforrnance.

Tactical and Long-Term Strategy
For a RIF to be beneficial to an organrzation, it must employ effective tactics, and
incorporate the goals of long-term strategy in doing so. Should the goal of a RIF be to improve
upon the profitability of an organrzation through a reduction in costs and improvement in
performance, the dismissal of employees must be conducted in an intelligent manner. As clearly

illustrated through the review of literature above, high-performing and highly-skilled employees

in addition to key employees, whether managers or otherwise, are instrumental in the
performance of an organization, and also positively contribute to its culture. Thus, the tactics
employed within a RIF strategy in the short term must take into account the impact such a
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strategy mayhave upon the retention of top-performing andkey employees, in addition to the

role of staff levels upon organizational performance.
When poorly conducted, a RIF may entail marked losses for an organization. While
short-term savings may be realized in terms of employee costs, performance must be assessed
and framed. Should the temporary reduction in employees reduce the long-term productive

capacity of the organization, such a decision may only result in financial loss and organizational

disarray. When RIFs are poorly conducted, in the long-term the recruitment and training of new
employees may eclipse the value realized. A long-terrn perspective on behalf of organizational
leaders and managers must be adopted to effectively navigate the many challenges that are
associated with and emerge throughout the process of reductions in force.

CHAPTER TV: RECOMMENDATIONS & CONCLUSION
Recommendations for Future Research
The research explored in this paper has clearly exhibited the broad implications of RIFs.
RIFs may result in the realization of improved profitability and perforrnance, or conversely, the
loss of human capital, degradation of corporate culture, and a drop in performance and profit.
The increasing prevalence of RlFs in the modern world has been due largely to the global

financial recession, with the United States experiencing over

I million layoffs throughout

the

period of the recent Great Recession. The global economy is in aperiod of turmoil, with the
impact of the recession varying depending upon the industry and context. The implications of
the Great Recession have yet to be fully quantified, demanding further and ongoing research into
the impacts that the Great Recession has had upon organizations and organizational culture
across the U.S. and abroad.
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The implications of the Great Recession are substantial in terms of the relationship
between employees and employers. As the economy has spiraled downward, the level ofjob
security has markedly reduced. The drop in job security has resulted in organizational cultures

shifting from an environment of mufual support and benefit between organizational leaders and
employees, into one in which employees are viewed as interchangeable means through which
organizations are able to achieve their objectives. The lack of commitment on behalf
organizations to their employees has likewise resulted in decline in the commitment

of

of

employees to organizations. As employee commitment decreases, so does their level

of

performance on the job.

It is essential that fuither research explore the broad job market-based implications of
RIFs within the context of the Great Recession and the current period of stagnation being
experienced. Job insecurity and labor market demand influence the level of voluntary turnover
that is experienced. As employees are increasingly unable to align employment elsewhere due to
low job market demand, job insecurity may lead to enhancements in performance. The
maintenance of work in an unstable economy may serve as a driver for improved performance.

However, as the recession has advanced andRIFs have proceeded, employees are expected to
produce more while being compensated less. The continual renegotiation of the employeeemployer relationship is an important area in which future research will be essential to reframe
the continually evolving assumptions upon which organizational and managerial theory are
based.
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Conclusion
Reductions in force, RlFs, are increasingly common in the modern global economy
characterrzed by recession. The United States particularly experienced significant levels

of

layoffs and related RIFs over the course of the late 2010s, with the economic stagnation
persisting into the 2010s. As organizations have faced increasingly harsh economic times and
more demanding shareholders, RIFs have become an increasingly common means through which
intended improvements in performance and profitability are pursued. However, RIFs may or
may not produce the intended outcomes, depending upon myriad factors both within and without
the organization. RIFs result in the manifestation of marked challenges on behalf

of

organizations. Organizational culfure may suffer or even turn toxic when RIFs are poorly
managed. Key personnel may be lost if RIFs are not conducted strategically and with proper
preparation. In the event employees are not quantified in their value prior to be letting go,
organizations may release high-performing employees, leaving a greater volume of work to be
handled by lower-performing employees to the detriment of the organization's performance and

profitability. RIFs are on their own accord a reactive maneuver that addresses internal or
external forces commanding reduction in human capital expenditure within an organization, with

its execution determining the impact of the initiative, whether positive, negative, or somewhere
between.
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